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United Asbestos Corporation Limited 


Highlights 1968 1I67, 1966 1965 1964 


(In Thousands of Dollars) 


Net Assets or Shareholders’ Equity. . . . $16,382 $15,704 $14,604 S13 Akt10 $11,807 
Retained EarmingGS= ce woe es 10,598 9920 SS205—: W326 6,022 
Working Gapitalan 3 O82 ee es 3,493 2,598 202 2275 1,675 
Net Profit to United from Joint 
Venture before Amortization . .... . 2225 2,445 2,487 2,263 1,967 
Amortization of Deferred Charges . . . . 1,045 943 937 921 983 
Net Income for Year>. <3 a eee 1,109 1,474 1,514 1,304 899 
NetIncome perShare. ........ $0.22 $0.30 $0.31 $0.26 $0.18 
Shareholders’ Equity perShare .... . $3.31 $3.15 $2.95 $2.65 $2.39 
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To the Shareholders : 


Your directors submit herewith the Annual Report of 
your company and its wholly owned subsidiary for the 
year ended December. 31, 1968, including the con- 
solidated Financial Statements and the auditors’ report 
thereon. United’s share of earnings in the concrete 
products industries — namely, Transit Mixed Concrete 
and Builders Supply Limited is not included in the 
consolidated statement but is shown separately. During 
the year, your corporation disposed of its 50% interest 
in General Concrete Limited and related companies. 


Asbestos Operations 


During 1968, the joint venture operation with Lake 
Asbestos of Quebec, Ltd. established new records in 
production and sales. Production amounted to 123,672 
tons of asbestos with sales of 145,254 tons represent- 
ing increases of 2.5% and 16.8% respectively over the 
corresponding figures of the previous year. Increase in 
shipments due to world-wide demand is now creating 
a strong growth in the productive capacity of the as- 
bestos industry. The net income from mining was 
adversely affected by heavy stripping costs contained 
in the sale of inventory fibres and by the stripping costs 
absorbed in the 1968 operations. Asbestos prices were 
increased 2% in mid-1968 and on January 1, 1969, 
increases in list prices of 5% to 10% were placed into 
effect to offset rising costs. 

During the year, a total of 14,428,000 tons of ore, 
waste and overburden was handled and the mill treated 
a record tonnage of 2,452,000 tons of ore after dis- 
carding 1,559,000 tons of waste during concentration. 
Concentration of values caused an up-grading of 
material milled by 63.6% and was beneficial to the 
Operation during this period when fibre demand was 
high and grade mined was low due to the preparation 
of new benches in the “B” orebody. 

During the third quarter of 1968, the contractor 
completed his work on removal of overburden in the 
north end of the ‘’B” pit. The total amounted to 6,262,000 
cubic yards of silt and sand clearing the way for the 
mine crews to work in the area to remove the balance 
of overburden and waste rock in order to complete the 


expansion program. In this regard the mine has planned 
for the purchase of additional trucks and an electric 
excavator to expedite the work. The south end of the 
“B” orebody is now supplying high grade fibre to the 
mill and the above program will prepare the north end 
of this deposit. 

Ore reserves were maintained during the past year 
and stand at approximately 25 years life at current rate 
of operations. Diamond drill exploration in the pit area 
amounted to 15,627 feet and helped to define more 
closely mining boundaries. 

Your company has fairly well completed its expansion 
program begun in 1965 and is in a position to benefit 
from the continuing world-wide demand for the high 
quality fibre of your mine, needed in residential, com- 
mercial and institutional construction programs. 

The year 1969 and successive years should provide 
increased earnings from the mining of the higher grade 
“B” orebody for which the expansion program now 
being completed was designed. 


Affiliated Companies 


Following your company’s policy to concentrate on 
mining developments, the company sold its principal 
interest in the concrete products industries namely, 
General Concrete Limited for $1,600,600. The terms of 
the sale are specified in the notes to the Consolidated 
Financial Statements. Your company’s remaining in- 
vestments in this industry, namely Transit Mixed Con- 
crete and Builders Supply Limited for the year ended 
December 31, 1968, showed a loss as a result of a 
seven-week carpenters strike during the peak selling 
period. 


Mining Exploration 


United Asbestos Corporation Limited expanded its 
exploration program initiated in 1967. 

In the Granduc Area of British Columbia, in a joint 
venture with Terra Nova Explorations, the results of the 
1968 diamond drilling program were below expecta- 
tions and the option was terminated. 

In East Africa, a bid for a mining lease to investigate 
Carbonatites was unsuccessful. 
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United Asbestos has a one fourth interest in a project 
investigating a large magnetic anomaly in the Town- 
ship of Arago, Quebec. On the seventeen claims owned 
by Carey-Canadian Mines Limited, a large bore diamond 
drill hole, to a depth of 2,000 feet failed to account for 
the anomaly. 


URANIUM 


In the Saguenay area, Quebec, on your company’s 
2,200-acre group of claims, an airborne survey dis- 
closed radioactive anomalous conditions which were 
confirmed by ground prospecting and further work is 
proposed thereon. 

In the Mont Laurier uranium area, some 150 miles 
north of Montreal, your company in consort with others 
has acquired a 30 per cent interest in seven separate 
claim groups totalling some 18,700 acres. Airborne 
radiometric surveying, covering 55 square miles has 
been completed and ground follow-up work has been 
encouraging. Currently, diamond drilling on the north- 
ern group is testing various zones prior to a concentrated 
test on the more favourable area. Results to date are 
encouraging and indicate ore values over mining 
widths. A claim survey is being completed on a 35- 
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claim group adjoining the main Canadian Johns- 
Manville uranium property. In line with the company’s 
policy a large exploration program is planned for the 
Current year on the various groups in the Mont Laurier 
area. A continuing search will also be carried forward 
in other areas world wide. 


Respectfully submitted, 


On behalf of the Board, 


PHILIP M. MALOUF, 
President. 


March 19, 1969. 
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Consolidated Bala nce Sheet a December 31 1 1 968 (with comparative figures at December 31, 1967) 


Assets 


Current Assets 


Cash. : 

Funds on fixed short: ren enorit PS atte’ 

Short-term notes (quoted market value 1968, $1 033, 550; 1967, $281 300) 
Marketable securities, at cost (quoted market value 1968, $412,190; 1967, $437,574). 
Accounts receivable . aa BS he Tek Dee pS AS ee Se, ee 
Accrued interest receivable . 3 

Principal instalment due within one veanG on 1% Hebenttre facte 4). 


Deferred Accounts Receivable 


Lake Asbestos of Quebec, Ltd. . 
Returnable deposits . 
Accrued interest receivable . 


Investments in Other Companies (note 4) 


Deferred Charges to Operations, amortized value (notes 2, 3, and 5) 
Interest in pases oO expenditures, fixed assets and development costs at Black Lake 
property. Soden SE RAR ig a nk ee ee ee 
Other deferred chercese 


Other Assets 


Interest in land, at cost (note 4) 
Special refundable tax . 
Mining claims and options (note 6). 


1968 1967 
$ 141,619 $ 185,918 
1,500,000 1,650,000 
1,034,987 290,000 
381,516 448,460 
391,506 26,858 
19,309 17,684 
100,000 a 
3,568,937 2,618,920 
39,595 305,670 
1,425 1,425 
= 54,667 
41,020 361,762 
1,316,948 1,881,283 
10,917,519 10,175,848 
579,616 616,248 
11,497,135 10,792,096 
ee 22,500 
9,350 19,855 
25,006 28,832 
34,356 71,187 
$16,458,396 $15,725,248 
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Liabilities 


Current Liabilities 


Accounts payable and accrued liabilities . 


Income taxes payable (note 7). 


Shareholders’ Equity 


Capital Stock 


Authorized 
6,000,000 shares of $1 par value 


Issued 
4,949,133 shares . 


Contributed Surplus. 


Retained Earnings. 


Contingent Liability (note 8) 


Approved by the Board: 


Philip M. Malouf, Director 
Richard F. Dooley, Director 


wned Subsidiary Company Detinu Holdings Limited 


1968 1967 

$ 73,067 $ 18,951 
3,344 2,305 
76,411 21,256 
4,949,133 4,949,133 
835,097 835,097 
10,597,755 DIVO LOe 
16,381,985 15;703;992 
$16,458,396 $15,725,248 


Consolidated Statement of Income 
Year ended December 31, 1968 (with comparative figures for 1967) 


1968 1967 
Net proceeds from joint venture, operation of Black Lake property . : $2,813,462 $2,435,905 
Add capital expenditures and deferred development deducted in arriving at net process 1,636,268 2,454,368 
Net profit of joint venture before amortization . : 4,449,730 4,890,273 
Less share accruing to Lake Asbestos of Quebec, Ltd., 50% a net profits 2,224,865 2,445,137 
Net profit to United Asbestos from operations of joint venture, before amortization. 2,224,865 2,445,136 
Interest and dividends earned . 177,747 170;339 
Profit on sale of securities 13,642 10,763 
2,416,254 2,626,238 
Development and other property expenses . 39,385 39,533 
Administration . 216,419 167,225 
255,804 206,758 
Income before undernoted items . : 2,160,450 2,419,480 
Amortization of deferred charges (notes 3 neh 5) 1,044,915 943,399 
Income before income taxes. 1,115,535 1,476,081 
Income taxes (note 7) . 6,500 2,000 
Net Income for the Year . $1,109,035 $1,474,081 
Net income per share . 22.4¢ 29.8¢ 
Consolidated Statement of Retained Earnings 1968 1967 
Balance at beginning of year $ 9,919,762 $ 8,820,485 
Net income for the year 1,109,035 1,474,081 
11,028,797 10,294,566 

Deduct 
Dividend paid ae: 373,207 374,804 

Exploration expenditures nahin ii. on Pabandonment a sreiiterh (ore 6). 57,835 — 

431,042 374,804 
Balance at End of Year. $10,597,755 $ 9,919,762 
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Consolidated Statement of Source and Application of Funds 
Year ended December 31, 1968 (with comparative figures for 1967) 


Source of Funds 
Operations 
Net income for the year. 
Add items not involving a current Sutlay SS, finde 
Amortization of deferred charges 
Loss on sale of office equipment 


Decrease (increase) in deferred account receivable from Lake Asbestos of Quebec, Ltd.. 


Decrease (increase) in deferred interest receivable 


Deduct deferred development and capital expenditures at Black Lake property . 


Total Funds Derived from Operations . 


Sale of interest in land and investments in other companies. 
Principal instalment due within one year on 7% debentures. 
Special refundable tax . ; 
Repayment of loan by Thorold Gonereie predicts limited : 
Sale of office equipment . 


Application of Funds 
Acquisition of 7% debentures of Fermo Holdings Limited. 
Dividend paid 
Exploration expenditures . 
Acquisition of mining claims and pouone” 


Increase in Working Capital. 
Working Capital at Beginning of Year . 
Working Capital at End of Year 


1968 1967 
$1,109,035 $1,474,081 
1,044,915 943,399 
— 1,200 
2,153,950 2,418,680 
266,075 (22,738) 
54,667 (8,598) 
2,474,692 2,387,344 
1,749,954 2,034,098 
724,738 353,246 
1,600,525 — 
100,000 = 
10,505 (2,978) 
— 58,400 
502 
2,435,768 409,170 
1,113,690 = 
373,207 374,804 
51,085 2371 Si, 
2,924 5,095 
1,540,906 403,636 
894,862 5,534 
2,597,664 2,592,130 
$3,492,526 $2,597,664 


Notes to Consolidated Financial Statements Year ended December 31, 1968 


1. Joint venture with Lake Asbestos of Quebec, Ltd. 


Under an agreement dated September 17, 1952 and the supplemental 
agreement thereto between United Asbestos Corporation Limited and Lake 
Asbestos of Quebec, Ltd., referred to therein as Asarco, to which American 
Smelting & Refining Company is also a party, Asarco undertook to equip and 
operate the company’s property at Black Lake, Quebec, and the agreement 
sets out the basis for the distribution of net proceeds of operations as defined 
therein. In general, until such time as the respective companies shall have 
received a share of the net proceeds equal to their respective preproduction 
and other expenditures referred to in the agreement, 75% of the net proceeds 
is to be distributed between them in the proportion that their respective pre- 
production and other expenditures bear to the total of such expenditures of 
both companies. The remaining 25% of net proceeds of operations is dis- 
tributed on a different formula which also applies to the distribution of 100% 
of the net proceeds of operations after the respective companies have 
received a portion of net proceeds equal to their total preproduction and 
other expenditures as referred to above. Under this latter formula United 
is to receive 60% of the net proceeds if the net proceeds per ton of ore milled 
in any fiscal year exceed $5 and a lesser proportion if the net proceeds per 
ton of ore milled are less than $5, but in no case is United to receive less than 
50% of the net proceeds. 

The preproduction and other expenditures incurred by Lake Asbestos 
of Quebec, Ltd., as referred to above, are reported by that company to 
amount to $16,519,583 as at December 31, 1968, after deducting amounts 
recovered, according to the terms of the agreement, to that date. The 
corresponding figure at December 31, 1967 was $18,534,951, having been 
reduced by recoveries of $2,015,368 by Lake Asbestos during 1968, 
$1,986,868 recovered from production of asbestos and $28,500 recovered 
on sale of equipment. 

During 1968 the net proceeds per ton of ore milled were such that United’s 
proportion of net proceeds was 50% before providing for reimbursement to 
Lake Asbestos of its proportion of preproduction and other expenditures. 


4. Investments in other companies 


Transit Mixed Concrete & Builders outa Limited, a peo oo owned peeks of Detinu Sanit Limited: 


5%% demand note receivable. 
1,350 preference shares, at cost 
50,000 common shares, at cost. 


Thorold Concrete Products Limited: 
22,404 common shares, at cost. 


Capital Concrete Products Limited: 
750 preference shares, at cost 
50,000 common shares, at cost. 


General Concrete Limited: 
6% demand notes receivable . 
7% demand note receivable 
6% mortgage receivable. 
6% mortgage receivable. 
25,000 common shares, at cost. 


Fermo Holdings Limited: 
7% debentures . 
Less principal instalment included | in current assets. 


2. Accounting presentation of interest in joint venture 
The consolidated financial statements reflect the following: 


(a) the capitalizing of United Asbestos’ interest in certain fixed assets 
which by agreement are charged against United’s share of net 
proceeds. 


(b) the capitalizing of amounts contributed by United Asbestos, out of 
its share of net proceeds, to the fixed assets and preproduction 
expenditures of the Black Lake project originally paid for by Lake 
Asbestos of Quebec, Ltd. 


(c) the deferment of certain stripping and dredging costs which have 
been charged by Lake Asbestos against current operations of the 
respective years in which they were incurred, the benefits of which 
will, however, in the opinion of the directors of United, accrue over ~— 
the life of the mine. 


3. Amortization policy 


Amortization charges have been provided in the statement of income in 
respect of those items capitalized and deferred as described above, based 
on the estimated life of the mining operations. 

The amortization policy is based on projections derived from figures made 
available to the company by Lake Asbestos of Quebec, Ltd., as to ore 
reserves and future operating capacity. The company’s engineers have 
placed their own interpretation, which is believed to be reasonable and 
conservative, upon these figures. 

Preproduction expenditures and deferred stripping and dredging costs 
are being amortized on the basis of tons of fibre shipped. Capital expenditures 
charged against United’s share of net proceeds are amortized on a straight 
line basis over the estimated average life of the assets. 


Interest on the 5%% demand note receivable from Transit Mixed Concrete 
has been waived both for 1968 and 1967. 
The investments in other companies are without quoted market value. 


1968 1967 

$ 157,974 $ 157,974 

135,000 135,000 

10,284 10,284 

303,258 303,258 

— 1,000,000 

_ 75,000 

_ 77,334 

= 152,334 

— 125,000 

_ 60,000 

as 75,166 

= 165,275 

= 250 

= 425,691 

1,113,690 = 
100,000 — 
1,013,690 — 

$1,316,948 $1,881,283 
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Transit Mixed Concrete & Builders Supply Limited 


The condensed balance sheet of Transit Mixed Concrete & Builders Supply Limited at December 31, 1968, with comparative figures at December Sip 19607 


appears as follows: 


Current assets . F 

Fixed assets, at cost less accumulated depreciation . ‘ 
Special refundable tax . Seal ia 

Goodwill . 


Current liabilities . 
Long-term debt 
Deferred income taxes . 


Shareholders’ equity. 
Net loss for the year ended December 31, 1968, amounts to $29,133 


(1967, net income $28,247). Retained earnings of this company since 
acquisition amount to $2,927 or $51,556 after including a profit of $48,629 


1968 1967 

$ 598,907 $ 630,663 
331,245 401,624 
2,490 5,787 
180,547 180,547 
$1,113,189 $1,218,621 
$ 658,163 $ 665,491 
187,617 228,688 
79,350 107,250 
925,130 1,001,429 
188,059 Pa (pa ee 22 
$1,113,189 $1,218,621 


on the net tangible assets of its subsidiary, Best-Mix Concrete Limited, 
acquired by Transit Mixed Concrete in 1965. The subsidiary has been 
wound up. 


Sale of interest in land and investment in General Concrete Limited and related companies 


By agreement dated December 19, 1968, Detinu Holdings Limited sold to 
Fermo Holdings Limited its interest in land of $22,500 and all its investment 
totalling $1,578,025 in General Concrete Limited and related companies, for 
a sale price of $1,600,621 plus accrued interest of $10,539. Payment of the 
sale price consisted of $497,470 in cash and two 7% debentures of Fermo 
Holdings Limited totalling $1,113,690. 

Terms of payment of these debentures and the security pledged therefor 
are as follows: 


(a) A debenture of $655,109 payable in annual instalments of $100,000 
commencing December 31, 1969 with any remaining balance being 
payable December 31, 1973. The security lodged with a trustee con- 
sists of the various companies’ shares sold by Detinu to Fermo. 


5. Deferred charges to operations 


This balance consists of the following: 


(b) A debenture of $458,581 payable in total on December 31, 1973 and 
the security lodged with a trustee consists of General Concrete 
Limited’s demand notes and mortgages totalling $425,441 sold by 
Detinu to Fermo. 

(c) Fermo Holdings Limited has the right to prepay the unpaid balances 
of each of these debentures at any time. The security pledged for the 
payment of these two debentures will be released by the trustee 
when $500,000 will have been paid on the total indebtedness of 
$1,113,690. 

(d) Two individuals associated with Fermo Holdings Limited have 
pledged personal guarantees of payment of these debentures. 


Interest in preproduction expenditures, fixed assets and development costs at Black Lake 


property : 
Fixed assets charged against net proceeds (note 2) 


Amounts contributed to fixed assets and preproduction expenditures originally paid 


for by Lake Asbestos 
Stripping costs 
Dredging costs 


United Asbestos’ preproduction expenditures recoverable out of net proceeds : 


Other deferred charges: 
Administrative and other expenses of preproduction period 
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Balance at Balance 

beginning Additions Amortization at end 

of year for year for year of year 
$ 807,246 $ 182,432 Selb S Dolmen Ss Se oSOnlitny, 
2,893,512 931,820 717,684 3,107,648 
4,169,701 635,702 — 4,805,403 
806,803 _ 47,958 758,845 
1,498,586 oe 89,080 1,409,506 
10,175,848 1,749,954 1,008,283 10,917,519 
616,248 — 36,632 579,616 
$10,792,096 $1,749,954 $1,044,915 $11,497,135 


6. Mining claims and options 


Townships of Saguenay and Dumas, Districts of Charlevoix and Dubuc, Quebec 


57 claims acquired for the cost of staking . 
Exploration expenditures to date 


$ 2,595 
4,960 $ 7,555 


Mont Laurier Project, Townships of Lytton, Joliette 50 and Joliette 60, Quebec 
30% interest in a three year option commencing May 24, 1968 on 260 claims, and a 30% interest, not forming part of 
the option, in additional claims staked but not transferred at December 31, 1968 


Cost of staking claims. .. . 
Exploration expenditures to dat 


Township of Arago, County of L’Islet, Quebec 


2,924 
8,188 VE At2 


One-fourth interest in a drilling option on 17 claims owned by Carey-Canadian Mines, Limited 


Exploration expenditures to date . 


Mont Laurier Project 


United Asbestos Corporation Limited has a 30% interest in a consortium 
formed during the year with Quebec Chibougamau Goldfields Limited, 
United Obalski Mining Company Limited and Opemisca Explorers Limited 
to carry out exploration work in the Mont Laurier area of Quebec. 

The consortium has acquired an option for a three year period com- 
mencing May 24, 1968 on 260 mining claims. Terms of this option provide 
that the optionees will incorporate an operating company if production 
should be warranted and the operating company will enter a joint venture 
agreement whereby, subject to repayment of preproduction expenditures, 
net proceeds of production will be distributed in the ratio of 70% to the 
operating company and 30% to the optionors. The optionees have the right 
to cancel the option at any time during the option period. 

The consortium has incurred expenditures acquiring certain other claims 
in the area which have not been transferred to the consortium as at December 
31, 1968. 


Abandonment of Red Top Project 


During the year United Asbestos Corporation Limited terminated its 
exploration of 21 mining claims at Stewart, Cassiar Mining District, British 
Columbia, held under option jointly by United Asbestos and Terra Nova 
Explorations Ltd. 

Retained earnings have been charged with United Asbestos’ share of 
expenditures on this project amounting to $57,835, of which $31,598 was 
incurred during 1968. 


6,339 
$ 25,006 


7. Income taxes 


The companies claim deductions for income tax purposes in excess of 
related amounts reflected in the accounts, and provide in the accounts only 
for the taxes payable on taxable income for the year. Income taxes are in 
respect of Detinu Holdings Limited only; no income taxes are currently 
payable by United Asbestos. 

This accounting treatment differs from the tax allocation basis under 
which the income tax provision is based on income reported in the accounts. 
If the tax allocation basis had been followed.in current and prior years, net 
income for the year would have been reduced by $364,245 ($515,388 in 
1967) and the cumulative amount of deferred tax credits to December 31, 
1968 would have been $3,840,656. 

Because deductions for tax purposes have been in excess of related 
amounts recorded in the accounts, and because those deferred charges 
referred to in note 5, which result from the accounting presentation described 
in note 2, will not be deductible in arriving at future taxable income, it is 
estimated that the company will, in 1969 and subsequent years, have in- 
sufficient allowances available to offset its otherwise taxable income. 


8. Contingent liability 


The company and its consolidated subsidiary, Detinu Holdings Limited, 
have guaranteed a bank loan to Transit Mixed Concrete & Builders Supply 
Limited in the amount of $333,500 and have pledged as collateral therefor 
certain of their funds on fixed short-term deposit. 


Auditors’ Report 


To the Shareholders of 
United Asbestos Corporation Limited 
(No Personal Liability) 


We have examined the consolidated balance sheet of United Asbestos Corporation Limited (No Personal Liability) and its wholly 
owned subsidiary company Detinu Holdings Limited as at December 31, 1968 and the consolidated statements of income, retained 
earnings and source and application of funds for the year then ended and have obtained all the information and explanations we have 
required. Our examination included a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


Except that the provision for income taxes has not been determined on the tax allocation basis (see note 7), in our opinion, and 
according to the best of our information and the explanations given to us and as shown by the books of the companies, these 
consolidated financial statements are properly drawn up so as to exhibit a true and correct view of the state of the affairs of the 
companies as at December 31, 1968 and the results of their operations and the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


herve, Lunn Mellel 3 Lbialoden, 


Chartered Accountants. 


Montreal, Canada, February 27, 1969. 
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